Approved For Release 2000/08/23 : CIA-RDP67-00059A000500100014-0

REVIE, CF THE WORLD SITUATICH AS IT RELATHS 70
THE SHCURITY OF Tik UNITED STATIS

1. HNorth Atlantic Cormunity.

The series of meetinrs held in Jlay 1950 by the foreizn ministers of
the North itlantic Treaty nations have jroduced the most tangible evidence
te date that the Lestern Fowers may actually seerifice some of their national
sovereicnty, or at Jeast their political freedom of action, in the interests
of the military security and econoric development of the North aitlantic
coimrunity as a whole. The foreirn ministers not only tcok steps to develop
and tirhten the :achinery of ccllzboraticn under the Morth itlantic Treaty
Urranization, but also tentatively approved two revcluticnary rroposals that
ray in time give substance to the hitherto sorewhat abstract concept of
rerional community of interest among the liestern Zuropean and North Atlantic
nations. The two propusals were, first, the Schuman plan for poolin: the
Buropean coal and steel industries, and, second, the US-sponsored plan for
developing baldnced "ccllective forces" for the defense of iestern Eurdpen The
feasibility of these proposals, of course, can be estimated only as detailed
rlans for carrying them out are evelved in ensuins montls,

4. Schuman Prorosal.

The Schuman propesal is the most concrete surgestion yet offered for

cuaranteeing Franco-German collaboration in pursuit of the generzl strateric

cbjectives of the liest Zurcpean-North Atlantic community. The fact that the
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French Government considered it rolitically feasible to zdv-nee the rropesal,
35 well as the fact that the Adenauer Goverrsent enthusisstically endeorsed it,
kndicates that there is support in liestern Europe for bold roves toward
rericn:l unification even if they Involve liritutions on natioral sovereisnty,
If a continental coal and steel authority cun successfully st.bilize the heavy
industries and at the sume time increuse rather than restrict produciion and
rroductivity, lon--run inereases in standards of living uay be appreciat.le.

The interlockine of hexvy industry weuld o o lons way teward automatically
m,u(lr France and Germany politieally dependent on one anctlier. If the pool
ever becarie firmly established on the continent, the UK, at jpresent rexainine
aloof, vould probally be forced in self-protection to join., This in turn would
increase the econoric strencth and yolitieal unity cf Lestern Burope, which is
the rrize chjective in Nortk Atlantie stratecy. .lthourh muny loeal vested
interests will uprose the actual developnent cf the Schuman idea, the rere
accertarce o the princirle by Frorce, the Penelux countries, and Italv will
add morentur te the drive tuwerd rerforsl cooreration in Zurope., It alsc
deronstrates that t ere ig st311 political viror and o stuttern will to survive

0a the rart of .est surcpeans.

b. Balanced Collective Forces,
“hile the Schwran plun testifies thot tirere are resrcnsible
Continental burcpeaus whe place econoric and political unity above noctionul
sovereirnty, the a2cceptance of the princiyle of bLulanced cellective orceg

urkierlines the »illin=ness of the nations or the entire Nortl atlantie

corrunity to conrdt themselves to the concept of militurs interdependerce of

~
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the ares, which inevitally involves restrictions on their individual pclitical
freedon of action, If this rrincirle is inplemented, each North atlantic
Trcaty nation vill put primary emrhusis on developine the kinds of military
forces (whether sround, ses, or air) w-ich it is best ejuipped to produce in
terrs of the defense requirements of the recicn as 2 whole. Under these
circumstances, considerinc differences in weograrhie position and strength,
most nitlons operating on tiis hasis would eventually have a Leavy sypscialized
concentration in some particular kinds cf weapcns rather thnn with the balanced
forces suitahle for protectins purely mation:l interests. In time, the
incividual nutional forces of the liorth atlantic comzunity, particularly those
of the continentul nutions preparin- asainst the need to face the rovierful
Soviet ground arsies, would be so inferdependent as to be literally incapable
of separate military action on a major scale.

The implgﬁmntation of this prineciyle, t erefore, would mean that all
merbers of tﬁe torth Atlantic corymnit:- would be committed unreservedly and

irrevocably to suprort any individual menber that rdi-ht be attacked. A

condition of fazet would then exist that would be far more binding fﬂ;h any
treaty oblirations and would eliminzte any freedom of agtion of either
governments or pérliamentary bodies in the fuce of Soviet attack. Similurly
this condition ¢f faet would necessarily, in time of peace, force the
individual member nations to defer, in scre degree at least, to the collective
view in dealing with the Soviet Union.

This Wroad principle was accepted mainly on the zround that only
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throush "balsneed collective foreaes,' as opposed to "balunced national forces,"
cculd the stren-th of the .sestern Powers be bullt up to the point of deterring
or successfully mesting Soviet aggression without sacrificing economic stability
or lowerin: standards of livinr, The lack of sericus oontroversy on this issue
is further evidence that traditional Zurorean precceupation with national
soveréirnty may not prove to hte an insursountable cbstacle in the path of Horth
itlantic effcrts to create stronsth throush unity. Jhether suprort for the

i 4 lementation of these two revolutioncry princirles can overcome the force of
apeclal preoccupation and traditional molds of thourht that will oppose them

cannot at present be predicted with any sssurance.

g. fense versus keononie 'ielfare.

The most serlous unresolved issue that the Morth Atlantic comnunity
eventuslly must face was touched on very lightly in the London conferences.
This issue arises from the possibility that formatien of an effective military

defense establishiaent will require an increase in liest iduropean military
budrets and & correspondiny 1imitation on much-dasired increases in standards

of livinr and government expenditures for scolal services, In France, in
particular, where there s atill d tight lavor market, there will be considerable
res’stance to any accelerztion of ﬁhe defense program that guts into the
projected economic and social prosram, The UK also is hesitant to take any

risks of underminins full employment and the soeial services to which both
Lator end Conservatives are couritted.
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As yet the issue of defense versus economic welfare is not clear-cut
because there has been no forecast of the costs of preparing a "balanced
collective' defense of ‘estern EBurope by North Atlantic forces armed with the
most modern US defensive weapons. If and when considercble interference with
the economic development of the civilian economies is required of the Test
Ewropean nations, the North atlantic allience will face a delicats, difficult
task in putting the defensive coalition on a sound military basis without

destroying the political stability and will to resist of the very nations

closest to Soviet puns. Aiready there exists in these countries a perceptible
undertone of fear that the US is converting to lorth Atlantic Treaty into an

agreenent to prepare for war forthwith rather than a defensive comr:itment
desisned to deter the USSR from bezinnins a war. a majority cf responsible

buropeans will fully support the strengthening of Korth itlantic defense forces
only if they believe rearmament is a calculated investrent in peace rather
than war, and if it does not bring about economic and social discontents capable

of undermining the continental covernments comrnitted to full cooperation with

d. The "Third Force.n

4 note of apparent discord was scunded when several west kKuropcans
leaders, most notably liest German Chancellor Adenauer, returned to the well-
known theme of strivinz to create a "third force" in Hurope stron- enourh to
avert war by throwing its weifht in the balance against any agcressive power
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whenever hostilities threatened. There has been some criticism of this theme
as incompatible with the North Atlantic community ideal, The concept does have

an outward similarity to the defeatist feeling of "neutrality" or "plagus-on-
both-your-houses" that has been voiced inereusingly of late in France and

Germzny. The "third force" idea, however, is, in its essential character,

altogether different from "neutrality." It is basieally constructive, aiming

at the creation of an economically independent power-grouping in Western Europe
sufficiently stronr to redress the balance of world powsr. This reconstruction

of ‘Jestern Europe is precisely the stratepic aim that has led the US into the

European Recovery Program and the North Atlantic Treaty. For some time to
come the steps required to build a "third force" would be almost identical with

most of the steps required to build an effective continental European component
of the Atlantic community., Only if the "third force" concept is captured by
narrowly nationalist political groups and used as a reason for resisting the
formation of balanced collective forceé will it be damagins to North Atlantic

security programs.

¥hile the "third force" idea mizht ultimately lead to nationalistice

non-cooperation, it is not, at thils stage of development, incompatible with Us
or North Atlantic strategic objectives. It is primarily a reflection of a

natural Duropean desire to be strong and independsnt not only of Soviet
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domination but also of U5 aid. The reapjearance of the "third force" theme
at the tine of the reinviroration of the North atlantic Treaty Organization

and the announcement of the Schuman proposal was not sheer ccincidence. It

wis rather a sign of renewine hope amone continental Eurcpeans that action

in the interests of common defense mirht preserve FBurope and eventually ==

but not soon by any realistic calculations -- restore its strength to the point
of establishing a "“third force."

2. hast-iiest Trade.

In spite of frequent Soviet pronouncements in favor of expanded Fast-llest

trade, the USSR has not renewed a sin-le comprehensive trade agreenent with a
—_— , o ) ‘

Western nation during 1950, The USSR may possibly be waiting for its barsaining
—
position tc improve as :estern Europecan needs for rarkets and for non-dollar

sources of raw materials inerease. It is more probable, however, that Soviet

attention has focussed on purchasing through clandestine or private channels

the strategic commedities which iestern European covernments, for security

—

ressons, are reluctant to agree to supprly through formal trade agreenments.
western export controis, even though not yet fully in frorce, have posed a

serious problem for the Soviet orbit because Jestern supplies of industrial
equipment and materials are important to the economic development plans of the
Soviet Union. Because the USSR has failed to obtain certain strategic goods
durine rgcent necotiations with Jestern European governments, it has found,
perhaps temporarily, that it is more expedient to ignore Jiestern European
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ggvernxmnts and deel direct or indirectly with ihestern business interests. In
this nanner, the USSR has baen able to raintain, to a considerable extent, its
purchasins prorram of strategically importint Western compodities on & "spot
cash" basis. The USSR has accomplished this frequently in cirewsvention of
export contrcls. In addition, the Soviet area has shown particular interes

in acquiring stratecic materials and squipment in VWest Gervany, where the en-

-

-

forcerent of export controls is most difficult and wherelihe rressure to export
eustwurd has been developing.
estern kuropean trade nerotiations with the satellites, in contrast to
thiose with the Soviet Union, have resulted in the rcnewul of trade azreements
for 1$5C, although the trend is toward a reduced voluce, This reduction is
attributable rmainly to the decrease in satellite supplics avallable for trédinq
purposes. Inereasing Soviet demands on satellite producticn and orranizational
difficulties, arisin- from the intensified rate of Soviet economic consolidation,
L.ave contributed to the deterioration of the satellites' export capabilities
to the .est. The drive for closer cconomic coordination among the Soviet orbit
cuvuntries, under the sﬁspices of the Soviet-directed CE'4, indicates a
econtinued relatively low level cf satellite trade with the Jest. Iorecver,
increased western production is reducing the demand for the satellite goods that
are avallable,
Althoush Soviet industry continues to be handicapped by shortages of
manufactures and raw materiels, the UsSH may feel that its economic position
-8 -
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can be maintained for some tine even with reduced imports of Testern strateric
- products. Furthermore, the USSR probably anticipates that its refusal to make

arrangenents for the import of non-strategic goods will contribute tc the

econoiic difficulties in Western Europe which will increase the pressure to

abandon export controls.
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3. 2oviet Actlvity in Near and Ifadl .

Although the Westorn Powers devoted their primary attention to
European affairs during the London meetings in lay, they dld not neglect
the Near and Middle East, The US, the UK, and France lssued a declara-~
tion on 26 lMay asserting thelr willingness to supply the Arab‘ states
and Isrgel with arme for interpal security and selif-defense
on the conditlon that the reciplente agree to a pledge of non-
aggression, In addltion, the three powers deelared thaet they would take
immodiate ection to preveat any threat to prosent frontiors or armnistice
lines in the area. Also, the US announced that military aid wes being
dispatehed to Tren and that a U8 mission was being sent there to develop
an economic assistance progran.

The S moves with respeot to Iran should, if promptly implemented,
provide for the Iraniens the moral support and tangible assistonce required
to prevent further social and political disintegration which has been
aggravated by revitalization of the Tudeh Party and the incapacity of the
present government, 4s Iranien instabllity decreases, the US security
position vill improve. It appears 1likely, however, that the need for a US
commitnent in Iran will be a long=-term one, not only because of Iranis
precarious strategle positlon (which demands eontipuing attention) but
also because of the time which will probably be required to develop a
responaible governnent possessing the confidence of the eountry.

These indications of a more vigorous Western approach to ithe Near and
liddle Eest are of particulsr significance in view of recent indiecationms
of increasing Soviet interest in the area. Soviet diplomacy has recently
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nade a varlety of movee apperently designed to promote more friendly
relations, particularly with the frab states, vhere thore has been a
revival of anti~lB sentiment., Public figures in BEgypt and Syria have besn
urging in the past few months that the Arab states optablish closer rela-
tions with the USSR. In additdion, the USSR has concluded & barter trade
agreoment with Egypt, and may have offered eccrnomic assistance to Syris
and Afghanistan, On the cultural level, loscow is now promoting closer
relations with the Eastern Orthodox Ghurches in the Near East in order 40
offeet Vatican influence.

The local Communist parties have also beon increasing their activity
in Iran, Syria, and Lobonon probably to further the Sovieb=lnspired resur~
genco of Communism in the Near and IMiddle East. Party reorgenisation and
centralization, backed by larger subsidies from the USSR, have reinvigerated
Conmuniat activities in these countries. In Israel, howover, Bsn Gurion's
vayielding position hes prevented the Isreseli Commumist Party from making
progress despite the fact that the USSR, by reversing its stand on the
internationalization of Jerusalem on 17 April, abtempted tc gain greater
popmlerity for the Israell Commumist Party. In Iraq and Egypl, contloued
repressive measures against the local Communists are making party opera-
tions excsedingly difficult.

4 Elecilons in Japen.

In Japmﬁ., the anti-Commtnist position of the Western Povwers hss been
strongthenod, ot least tenporarily, as a result of the Jume 4 election for
the upper house of the Japanese Diet, By supporting Yoshida's conscrvative
party-~the only one willing to advocate a soparate Japanesc treabty with the

Vlegt=-most of the Japanese people have indicated their relustant acceptance
-1l -
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of U5 proteciion against a potentisl Soviet threat to their secuwrity.

The Japanese electorals appears to hove recogniged, for the most part,
that 1t is illusory at present to faver a policy of neubrality in the

current globel situation.

Inoreasing Soviet power in the Far East, both military and economic,
has forced the Ja.panése to rogard US support as a necessity. Nevertheless,
most Japanose still hope that this can be eachisved withoub granting to
the US the use of air and navel bases in Japan proper. Even in Yeshida'®s
Iiberul Farty only a limited group has talten the practical position that
W seewrity gverantcea inevitably imply the continued presenceof U5 armed
forces.

As & vesult of recent Communist~inspired violence, the govermment has
indicated its intention to outlaw the Japanese Communist Party even though
the Communists have lost congidervahle popular support during the past year,
The partyt!s instigetion of labor violence iast summer, together with the
increasing influence of moderate elements in the Japanese labor unions, has
weakened its position among industrisl and govermment workers. Soviet
attacks on the Emperor, Soviet determination to retain the Kurijes, and
Soviet callousness in the repatriation of Japanese prlsoners of war have
offendod Japanese naticnal sentinent. Nevertheless, the current austerity
program, accompanied by greatér unemployment, has created conditions which
the Japanese Commumists will continue to explolt.

Despite the election results, the Japanese poople have not yet indicated
eny definite pro~0S sentiment. As the US reduces 1lts economie support in
the future, the Japanese uwill be forced to inerease their trading rolationship
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with the Asliatie continent, vhich supplied its food, raw materials and
paxrkets in the prewacr period. If this economic relationship is repumed,
Japan wounld become more vulnerable to Commmist penstration and subversion.

SECRET

Approved For Release 2000/08/23 : CIA-RDP67-00059A000500100014-0



- Approved For Release 2000/08/23 3;clArRDP67-00059A000500100014-0

5. Sino=Soviet Developments.

In China, Soviet policy is currently dirscted toward creating a situation
that will preclude any possibility of the Chinese Commmists asserting their
independsnce from ﬁhé Sovied blccs The USSR umdoubtedly assumes that since
the over-all Chinese Communist program deperds on Soviet aid, the
Peiping regilﬁa will not resist Soviet penetration,

At present, several thousand Soviet officisls ranging from top policy
edvisers to minor technicians are belleved to be attached to important ele-
ments of the Chinese Communist administrative, militery, economic, and pariy
crganization. In most important policy matters, Soviet "advice" to the Chiness
probably is channesled through a smsll Soviet liaison mission, located in Peip-
ing, whose membsrs consult with the leaders of the Chinese Communist Party.
Thus far the Party’s leaders have faithfully adhered to Moscow's policy. The
USSR is no doubt curremntly inciting the Chinese Commmist Party to eliminate
its anti~Stalinist clements. Also, it is likely thet the membership of the
Chinese Communist Party, now less than one percent of the population, will be
groatly increased wnder Soviet supervision and will thus provide 8 pro-Soviet
base for the Party.

Soviet military personnel are providing the Chinese with assistance in
training and operaticnal planning while Soviet state securily officials arc
forming a Chinese Communist securit-y organization probably under the guldance
of Soviet sescurity poli@ea

‘Econo&ically, Soviet, inﬂﬁanca has baar‘:' inoreased primarily by these two
developmonts: (1) the realignment of China's foreign trade with the Soviet
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area instead of China's traditional trading pavbners anong the Vicotern nationss
and (2) the presence of Scviet teclmicel advisers in sone of Clina's industries
ond roilronds,

Tims, ewrrent trends and circumstances clearly fovor consolidation of
il conteol in China. The Kre.lin, however, for stratesic and ceonomie
veaons, Orobably will concentrate on the control and the develownent alengp
oot danes, of the areas particularly valuable to it, lUorth China and the

ourdeyins; the UOSH, TransZormation of the entive country into o fulle
i Uviet Satellite probably will be a long and involved process.

“.ion . epional Confovences.

1o international confereonces net during Moy in Australia ond the
“Lopines to consider the nroblen of cooperation anong the nao-Gorrnmist
+rors in South Asia bub failed to take any stron: concerted acction, The
o meeting in varticular indieated tlat tlwse cowntries s thourh conseious
of the Commmmist meonace, laclk either the 1111 or the resowrces to organize
effective resistance to this inereasing threat,

At Bagulo, India's neutral attitude in the cold war appeared to be
largely respongible for preventing tle establishment of any Torrel mchinery
for an Asiﬂn. union which the Philiopines advoecated, Alihoush the seven con-
rerence states -- Australio, Coylon, India, Indonesia, Paldlston, Thailand,
il bhe Philipyines - agreed to press their rerional intercsts in world
comecils, they refused to ali-n themselves as 2 woud on the issue of the

tost-est conflick. Iloreover, Conference recomondations indicated thob the

]
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